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-some energy intensive industries in the U.S. today tend to
be capital poor and see plant closings and shifts in product
lines as better alternatives to conservation investments (U.S.
Steel  s recent closings are an example);

-energy saving investment decisions tend to be subject to
very high rate of return criteria (on the order of 30% return
on Investment) to reflect industry's high degree of risk
apprehension in the face of uncertainties about future fuel
prices and possible government action; tax credits of much
larger magnitude would be needed to make such projects look
viable in the face of the absence of risk-reducing policy
action (such as energy price deregulation); and

-co-generation projects suffer from the same problems plus
uncertainty about the supply of fuel for existing technologies
(most systems on the market are oil or gas fired) and about
the possible earnings from sell-back electricity to the grids
(due to regulation of public utilities).

RD&D can make advanced technology and processes more attractive to
industry by providing information and reducing risk.   The program is
three years old and has produced one project which is represented in
the market by 13 applications which cumulatively save '.0018 quads per
year.    Current RD&D concentrates on technology development, yet in some
areas, including co-generation, institutional and behavioral barriers
are the most significant hurdles.

Detailed analysis of industrial behavior down to and inside various
sub-sectors is required.    This analysis will support an improved
assessment of which Federal policy tools to apply in parts of the
sector.

C.    RESIDENTIAL/COMMERCIAL (36% OF END USE CONSUMPTION)

A variety of programs (Weatherization, Community Systems, State Energy
Planning, Energy Extension Service) have been underway long enough
for an assessment of their actual and likely results to be made.
These assessments, some of which are on-going, should focus on determining
the energy savings stimulated by these programs.

We do know that residential conservation could be accelerated substantially
over the response price alone stimulates.    Early study results suggest
four types of problems which inhibit consumer response:

-inadequate and/or inaccurate information on opportunities

to save and their costs and benefits;
-frequently, the people deciding whether to make a conservation

investment are not the people who will enjoy the benefits

of saving energy;

H-9raw any conclusions about the size and appropriateness of the tax
